Revenue Royalties in China
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What are Revenue Royalties?

s

® A defined share of all re
.

.
—
- - —
. -
L e
-
> -

® received

(&)
L i
o - J SR i
- B el W A P
- ,’ ’_"o' - " B - -
'/ - »“ -~ - .JA:

.‘.;
_-.}"-
V"“"ro',
‘<._~ . -
.’-‘ & -
.'-‘.
> 7
-
.. -
‘.#'- LS
» o
AR
." - l.. .\ -
A '
N 4
-



What are Revenue Royalties?
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® An investment co
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What are Standard Royalties?

® Other types of royalties:




revenue royalties standard royalties
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Developed by Arthur Lipper

® financial inventor, chairman of two NYSE

institutional brokerage firm " r *:?-x/
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Equity and Debt

the two poles of today’s financial world
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Equity, Debt and Royalties

a more stable ecology




Investment Characteristics

Equity

objective is ownership,
possible influence or control

only exit is to sell, conditional
upon profit achievement,
market perception and
volatility



27 through maturity

Investment Characteristics

Debt

concerned with

repayment; may exert negative
control over borrower to

reduce risk of default
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Investment Characteristics
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Variations of Royalties

® changing royalty rates through varying time
periods

® combining elements of t,ra
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Variations of Royalties

® planning early termination redemption rights, by
both issuer and investors
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Questions, Discussion
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Drawbacks of Equity/Debt




First Examples of Royalties
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First Examples of Royalties:
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A Record of Consistency

e HBC once “owned’” |5% of North America,
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http://www.hbc.com
http://www.hbc.com

Global Brand Names




Social Capital Economics

. Rcyaltles consistent with principles of
1, pioneered in China
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Benefits of PPP Royalties in China
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Benefits of PPP Royalties in China
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Benefits of PPP Royalties in China
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Benefits of Private Sector Royalties
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Benefits of Private Sector Royalties
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Private Sector Royalties
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Challenges to Implementation

* Education of financial community, about a new
asset class
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Challenges to Implementation
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* Determining correct compensation
methods for f‘nanual institutions
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Challenges to Implementation

* Create a financial product design needed to
attract mternatlonal capltal into China
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